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class of equities adversely affected by
the preference, voting as a class,
whether or not such classes are other-
wise authorized to vote;

(2) Any dividends paid to the holders
of common stock and participation cer-
tificates shall be on a per share basis
and without preference as to rate or
priority of payment between classes of
common stock, between classes of par-
ticipation certificates, between classes
of common stock and classes of partici-
pation certificates, or between holders
of the same class of stock or participa-
tion certificates, except that any class
of common stock or participation cer-
tificates that result from the conver-
sion of allocated surplus may be subor-
dinated to other classes of common
stock and participation certificates in
the payment of dividends.

(3) Any patronage refunds that are
paid shall be paid in accordance with
cooperative principles, on an equitable
and nondiscriminatory basis deter-
mined by the board of directors in ac-
cordance with the capitalization by-
laws, provided that any earning pools
that may be established for the pay-
ment of patronage shall be established
on a rational and equitable basis that
will ensure that each patron of the in-
stitution receives its fair share of the
earnings of the institution and bears
its fair share of the expenses of the in-
stitution.

(4) All classes of common stock and
participation certificates (except those
resulting from a conversion of allo-
cated surplus) must be accorded the
same priority with respect to impair-
ment and restoration of impairment
and have the same rights and priority
upon liquidation.

[63 FR 40046, Oct. 13, 1988, as amended at 54
FR 6118, Feb. 8, 1989; 60 FR 57921, Nov. 24,
1995; 62 FR 4446, Jan. 30, 1997; 62 FR 49908,
Sept. 24, 1997; 63 FR 39228, July 22, 1998; 70 FR
53908, Sept. 13, 2005; 71 FR 5763, Feb. 2, 2006;
75 FR 18743, Apr. 12, 2010]

§615.5240 Permanent capital require-
ments.

(a) The capitalization bylaws shall
enable the institution to meet the cap-
ital adequacy standards established
under subparts H and K of this part and
the total capital requirements estab-
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lished by the board of directors of the
institution.

(b) In order to qualify as permanent
capital, equities issued under the by-
laws must meet the following require-
ments:

(1) Retirement must be solely at the
discretion of the board of directors and
not upon a date certain (other than the
original maturity date of preferred
stock) or upon the happening of any
event, such as repayment of the loan,
and not pursuant to any automatic re-
tirement or revolvement plan;

(2) Retirement must be at not more
than book value;

(3) The institution must have made
the disclosures required by this sub-
part;

(4) For common stock and participa-
tion certificates, dividends must be
noncumulative and payable only at the
discretion of the board; and

(6) For cumulative preferred stock,
the board of directors must have dis-
cretion to defer payment of dividends.

[70 FR 53908, Sept. 13, 2005]

§615.5245 Limitations on association
preferred stock.

(a) The board of directors of each as-
sociation offering preferred stock must
adopt a policy that addresses the asso-
ciation’s conditions or limits on the
amount of preferred stock that any one
holder, or small number of holders may
acquire.

(b) Each association offering pre-
ferred stock must make the stock
available for purchase to each of its
members on the same basis.

(c) An association may not extend
credit for purchases of preferred stock
in the association.

[70 FR 53908, Sept. 13, 2005]

§615.5250 Disclosure requirements for
borrower stock.

(a) For sales of borrower stock, which
for this subpart means equities pur-
chased as a condition for obtaining a
loan, an institution must provide a
prospective borrower with the fol-
lowing documents prior to loan closing:

(1) The institution’s most recent an-
nual report filed under part 620 of this
chapter;
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